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TENTATIVE ®UTLINE OF A PLAN 
FOR ECONOMIC SECURITY FOR THES RESIDENTS 
OF THE DISTRICT OF COLUMBIA 


The subject of economic security comes to the frent for attention 
just now because of the depression with its widespread poverty due to 
unenployment and because of the heavy cost of relief. The relief client, 
no less than the tax payer, wants to find a solution to the present 
situation. 


The President of the United States has announced that he will pro- 
‘cose to the next Congress a program for furnishing economic security to 
the people, and has indicated that some form of social insurance will be 
a feature of it. 


NATURAL The ideal thing would be for us to have such general prosper- 
REMEDY ity that. there would be no unemmlsyment and therefore no 
funds would be requirec to relieve it. There have been 
times when we have spproached tnat ideal condition much more 
closely than we do now and we had no social insurance then. Therefore, 
it is natural to hope for the return of such times without our adopting 
any measures that we did not have before. That is the ordinary man's 
idea of recovery. Some consider thet the adoption of unemployment insur- 
ance is equivalent to acknowledging thet videspread unemployment is a 
fixed feature of our present civilization. They fear that any stable 
provision for relieving.the unemployed rill meke it more unlikely that 
they will ever be absorbed into industry again. They think that unem- 
ployment insurance will crystallize into »ermanent form an evil which 
might largely disappear of itself if we let economic processes _ 
their aatural course. 


For business to take its "natural course! means simply that 
business leaders should decide what to do rather than political leaders. 
The natural thing for them to do is to let the burden of the depression 
fall on the wage earner by giving relief sparingly and by reducing wages. 
This is exactly what is now bein, advocated by men who have the so-called 
orthodox view of economics. They clain that this course would start 
process of recovery that would ultinately put some of the unemployed 
back to work and in the leng run it would partially resotre the present 
rate of wages again. 


This is the cycle which has been run in connection with 
other depressions, and these are the means by which recovery has been 
brou.ht about before 


In discussing economic security it is not fair to propose 


that the unemployed should bear the brunt of conditiens for which others 
are much more responsible than they are. 


TRusiness 
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ACTION While unemployment exists, its victims must be relieved 
NECESSARY through the combined efforts of all those who are able. 

to help. The American public expects that if social in- 
surance is not provided, the unemployed will at least have relief. 
The American business system must either support tue unemployed or 
absorb then in industry or else it will ultimately be torn to pieces 
by mobse 

Perhaps if the working people who have already stood 
enormous losses through unemployment would stand a little more priva- 
tion and suffer a little longer without demanding security, the busi- 
ness men, unencumbered by the cost of providing security, could see 
sufficient profits in the offing to justify them in venturing to 
start enough production te employ the unemployed. 


Even if we could get recovery of business by giving 
little relief and lew wages and were willing to pay that price, who 
wants to reestablish a condition that would merely carry us forward 
a little lenger to another depression with no better preparation to 
meet it than we hed before? 


Altheugh relief will have to be paid for largely out 
of the profits of business, a part of it can be shifted to the unem- 
ployed workers by contributions and by a spread-the-work pregram. 
Social insurance would take such more ef the cost out of the employed 
workers than the present relief program does. Perhaps this might be 
considered an-‘adventage by those who weuld like to shift the burden 
from the businéss man to the worker. 


According to the usual procedure, the money for social 
insurance would be raised’one thivd from the employers, one third 
from employees, and one tnird from the government, i.e. frem taxes. 


RELIEF COSTS EQUAL TO The United States provides relief by what 

, OGtAL INSURANCE COSTS is popularly or unpopulerly called charity. 

a During the past year its average monthly 

payments to relief frmilies have been higher per family than the 
usual compensation paid to tne persons receiving unemployment insur- 
anee benefits abroad, and there have been more people out of employ-— 
ment in proportien to the population in the United States than in 
most Huropean countries and the United States has had a greater per- ~ 
centage of her people en relief than the European countries have had 
on both relief and unemployment insurance. 


The people who think that by adopting un- 
employment insurance such:as they have in European countries, the 
Bpited States would be assuming a heavier burden than it already has, 
are simply misinformed, 


According to the Senate report No. 964 on unempleyment insur- 
ance, page 29, England paid out in unemployment insurance benefits 
in the year 1930-31 an average of $14.05 per year per person covered 
by insurance and in 1930 Germany paid $11.13 on the same basis, If 
Washington paid out $15.00 a little more than these countries, per 
head on her 250,000 gainfully employed people who might be covered by 
insurance she would pay a total of $3,750,000 in a year. As a 
matter of fact she paid $4,350,000 in relief to residents during the 
last fiscal year, and her relief was not greater in proportion than 
the other large cities of America. 


These statements will doubtless be a surprise to most Ameri- 
cans but they can be verified. 


just as easy financially 
substitute social insurance for a lot of her present 


fo) 
as it is to keep uw» the relief. 
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SOCIAL We all know that there are certain nindrances to eco-— 
INSURANCE nomic support which are beyond the control of the indi- 
JUST vidual. Society should definitely accent the responsi- 
tility for them. Social insurance is a way of estab- 
lishing devendable revermes to discuarge that responsi- 
bility. 

This is a reasonable and sersible thing to do. Why 
should we stigmatize anybody and humiliate him and tr; to hold him re- 
spousibdle for things he can not help. This is exactly wnat makes so 
many people hate organized charity. Social insurance would abolish 
this shameful practice. 


Under social insurance the victims of misfortune would 
be morally, socially and spiritually better off than they are on char- 
ity. 

If the plans of socisty for supporting the unemployed 
were made more scund and adequate by the establishment of secial in- 
surance would the enployers do less to promote business revival than 
they would while giving temporary relief? Business men can adjust to a 
Known expense easier than to an incalculable one. It is better for 
them to face their problems permanently and squarely and be done with 
it. If business iien can speed reenployment measures at all they are 
move likely to do so when they are having to pay for unempleyment 
than when they are not. Some may feel that if the employers face a 
known burden of regular pajments for unemployment insurance, they may be 
deterred from undertaking business ventures at all, whereas they might 
start business and take a chances of assuming the burden of temporary 
payments to care for unemployment if it were supposed to be a mere 
temporary measure. 


Tne idea thnt substituting social insurance for relief 
would make unemployment permanent is merely an unsubstantial illusion. 
nstead of yielding to it, we should insist that neobie think straight 
on this subject. Unemployment insurance »ayments can be temporary just 
the sane as relief payments can. They can be reduced or discontimed 
whenever they are not needed. 


Nobody believes that we cannot »roduce enough in 
the United States to support all the people adequately. 


Low taxes have had little to do with curing or pre- 
venting depressions. European business men pay a good deal heavier 
taxes than American business men, and yst the Anericans have 
proved just as helpless in stemming the tide of unemployment as 
the Huropeans have. 


The government has offered the business man baits 
in the way of loans and freedom from anti-trust laws and this has 
only induced him to venture a very little way in the direction of 
furnishing employnent. 


Some think the business man has been educated to ex- 
pect too much profits in the past and that if he only stands the 
losses of the depression a little longer he may get educated to oper- 
ate without so much profit. Heretofore profits have accumlated and 
caused wild speculation and then economic stagnation. Perhaps if the 
profits were distributed in wages and benefits of one kind and 
another right along that would stabilize expenditures and reduce the 
cycles that bring depression and unemployient. 


If social insurance accomplishes a steady redistribu- 
tion of spending power just in proportion as it is needed it may help 
recovery and perhaps help to keep business going along after it gets 
started. 

We know that we have a good deal of unemployment even 
in so-called prosperous times and that we are always menaced by a 
deluge of it during a depression. 


When we have a risk to carry, insurance is the proper 
way to carry it. 


ALL-INCLUSIVE 

SYSTEM NEEDED Social insurance is not only a systematic way of 
providing for the victims of unemployment but it may 

be used to cover all sorts of misfortune. It is used widely in prac~ 

tically all European countries. 


Assuming that we are to have social insurance to 
cover all sorts of misfortune, there should be a blanket plan to in- 
sure against every possible contingeucy that could cut off one's fi- 
nancial support instead of many little policies and different re- 
serves to cover each kind of misfortune separately. As social insur- 
ance has developed in Europe, insurance organizations for accidents, 
sickness, old age, unemployment, etc. have cone along one after 
another and exist as separate entities. There would certainly be an 
economy in administratien if we should have one comprehensive schene 
by which to guarantee the economic security of each insured person. 


The parase "each person" raises the question as to 


who should be covered by social insurance. In all places where such 
insurance now exists the schemes cover only a fraction of the veople, 
and the agricultural classes, domestics and various other people are 
left unprotected. Everybody needs economic security - one as much 
as another. The time is ripe to consider possible ways of making this 
»rotection cover all classes of people. 


GUARANTEEING Ore can not contemplate the task of guaranteeing eco- 
WORK nomic security in its totality without considering 

the facts that the basic means of providing for the 
necessities of life is WORK. It seems logical that society should guar- 
antee the chance to work to those who are able and especially to those 
who are not only able but willing and anxious to work. 


Supporting people in idleness causes their skill and 
energy to deteriorate and destroys their incentive to work. 


It is a well known fect that large scale charity 
pauperizes a certain percentageof the people so that they become ad- 
justed to the idea of getting a living without work and get skilled in 
the art of "chiseling." 


The evils of swoporting people in idleness have always 
perplexed the administrator of unemployment relief and have likewise 
arisen to bother the administrators of unemployment insurance. 


Supporting people in idleness, except such as consti- 
tutes legitimate periods of rest and vacation, is wrong in principle. 
In Burope unemployment insurance benefits are paid in lieu of work. 
Instead of this why not pay these benefits in return for work? 


Nowadays work relief such as is given in wood yards | 
and sewing rooms and other specially devised projects usually has two 
objectionaile features. First it has in it the implication of charity. 
People have to qualify by proving that they are absolutely in poverty. 

In order to get this work they have to submit to humiliating inquiry 

into their private affairs and they resent this when all they are 

asking is a chence to work. The second objection to work relief is the 
feeling that the projects are not sound, useful projects but are only 
things so useless or so antiquated in their manner of executien that they 
could not be commercially profitable. 


Public works projects do not have these objectionable 
features. The principal trouble with them as a remedy for unemployment 
thus far is that, because they are on a contract basis, they are usually 
slow getting started, and because of insufficient funds they are inade— 
guate in quantity end they are not sufficiently varied in kind to uti- 
lize the skills of the unemployed. 
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The Civil Works Aqministration as it operated in 1933- 
34 undertook a very commendable variety of projects and acted with 
speed. Its newness and speed made it somewhat inefficient and waste- 
ful. These things might have been overcome by time and experience 
and these projects might have reached a degree of efficiency equal 
to the activities of the post office, the public school or the army, 
if they had been contimued. Social insurance funds could be used to 
support the unemployed in return for work just as the CWA funds 
were. 

Tne administrative probleus could be solved in time 
and the projects brought to a standard of efficiency that would equal 
the ordinary commercial projects. 


The proposal to operate sufficient Civil Works projects 
to absorb the unemployed raises at least two important problems; 
first, can such a program be sufficiently financed by the payments 
that can be collected even under a bold and sweeping plan of collec- 
tions from industry and taxes; secondly, would the operation of suf- 
ficient government projects to absorb the unemployed compete with 
private business in such a way as to cnuse a decline in its operations, 
and if so, wnat then? 


While it will be necessary to make careful statistical 
studies in order to secure the necessary information on which to base 
a plan for solving these problems, yet certain broad observations can 
be made in advance. 


In the first place we nay say that the cost of supporting 
the unemployed mist fall on somebody and we are not facing a question 
as to whether they should be supported but uerely the question of how 
to distribute the burden. Even if we do not support them any better 
taan we do now, we can do it more systenuatically, and there is no doubt 
that we can and should do it more adequately. 


In the second place it is axiomatic that we can better af- 
ford to support people who are working and producing something in so- 
Clety than we can to suyport people in idleness, 


Against the backgreund of these broad principles we should 
undertake to lay out our plans for supporting the unemployed by guar- 
anteeing them work. In laying out a program of Civil Works to absorb 
the unemployed we cannot get away from the questien of government com- 
petition with »rivate industry. We’faced the same problems in connection 
with prison industries. The answer in the field of prison industries 
has been a program of state use of prison-made products. The sane 
problem has also been faced in connection with the products of work re- 
lief clients and the sanie answer has been given, viz. that the unen- 
ployed can manufacture for i tee ees and for the femilies on relief 
and that they can be employed in expanding the public works or the 
social services of the different goverment units along the lines of ed- 
ucation, research, recreation, public health, etc. There is enough roon 
in these fields to absorb all the unemployed because the scope of work 
within these lines is very great. 


Exmansion in the functions of government has been 
enormous during the 34 years of the twentieth century. Two examples, 
public schools and roads might be cited as they are very familiar. In 
general it may be said that the function of the various goverment units 
in the United States have increased'several tines over during this period, 
and the same trend is even more proneunced in many of the other govern- 
ments of the world. Those who advocate letting nature take its course 
or letting economic forces nave their way might well mark this natural 
development. Perhaons their philosophy might suggest that they fall in 
line with the inevitable course of events and work out their selutions in 
harmony with the modern trend in industry. This enormeus expansion of 
goverment in the United States has gone.on side by side with the suc- 
cessful operation of private business. 


Public business, social service activities and all 
sorts of non-profit businesses such as churches, school and social agen- 
cies, constitute a considerable percentage of all business. This type of 
business enlists able people, draws forth as much devoted service and is 
as efficiently anc honestly run as private competitive business is, and 
it probably gives the people more service per dollar spent than private 
business does. There is nothing to r.cret in the expansion of these non- 
profit enterprises. 


BASIC 


THESES A good inductive study can be made by outlining a theoreti- 
cal system of complete social insurance for the District 
and then proceeding to try to finc out just what would be 

involved in applying it. 


The following theses are set forth as embodying a more or 
less ideal plan. 


1. A systen of social insurance should be established 
which would take the place of all sorts of home 
relief or so-called outdoor relief which is caused 
by misfortune. 


All the people should be assured an opportunity for 
economic support during life and a decent burial at 
death. 


Insurance funds should afford one blanket guarantee 
for their beneficiaries against loss of support 
from any sort of misfortune whatever. 


osses from unemployment should only be compensated 
r by guaranteeing jobs and operating projects to 
provide work. 


These projects should all be goverment enterprises 
operated directly and consist of giving government 
service or of producing goods for goverment use 
either as relief or as material for other goverment 
o3erationse 


The cost of supporting these projects should, at 

east in ord@nary times, be raised by assessment 
drawn in three equal parts from amployers, employees, 
and taxpayers. In tines of national emergency such 
as this depression the extra cost might be carried 
by Federal Baergency Funds. 


Tie insurance funds should be administered by an agency 
of the Federal Government with local branches. 


There should be a Economic Security Administra- 
tion consisting of an agency for collecting revemes 
and makin,; payments to the insured, a local puolic en 
ploynent office, a bureau for training, vocational 
saidance and renabilitation of the handicapped, and a 
civil works administrative organization. It should be 
independent of any agencies for charitable relief. 


The collecting and disbursing of funds for social in- 
surance benefits snould be in the hends of the division 
of accounts and statistics, and the authorization of 
employment for beneficiaries should be with the place- 
nent division. The suthorization for allowances due to 
disability should be issued by the division of training 
and rehabilitation, and the devising the executing of 
wor wrojects should be in the hands of the civil 

worxs atministration. 


Tis facilities of the Health Department and of the 
Public School Syste. should be fully utilized to ac- 
complish the physical and industrial improvenent of 
the beneficiaries of insurance. 


Every employable person who depends on work for support 
should be registered at the Employment Bureau. He 
should be required to take any comaercial job in his 
occupational range if offered by the Employment Bureau 
r forfeit his insured job for a period. 


Bvery employer should be registered at the Employment 
Bureau and be siven such service as to constitute an 
jinducenent to draw on the Employment Bureau for all his 
heles. 


Rates of pay on goverment projects should be accord- 
ing to skill and ability but be set ona scale to 
prevent impractical competition with private industry.« 


The weekly income guaranteed to all insured people 
should be sufficient to provide the necessities of 
iene, 


There sheuld be no limit to the ee an unempleyed 
man might continue to work on civil works projects, 
if ne got no other job himself and i aes 
Bureau could not get him one. 


ch beneficiary's allowance should be graduated ac- 
cording to the number of dependents he has and to 
extra cost of sickness or death in his family. 


ADMINISTRATIVE 
MACHINERY _. What kind of an organization should be set up to ad~ 
minister social insurance. Some think each business 
man should set up a reserve of his own with which he 
may some time later care for his ex-enployees. Others think trade asso- 
Ciations should maintnin joint funds among their members to cover the em- 


ployses of #11 of them. The most: familiar method is to heve a govern- 
mental agency receive and administer the funds collected from employers, 
employees, and taxpeyers..In the United States we have the question of 
wnether the Federal Government should raise and administer the social in- 
surance funds or whether the states should be depended on for this jeb. 


Business is organized across state lines on a 
national scale and the nation can lay the burden of social insurance on 
the business regime more equitably then the states can. Besides, any 
social insurance scheme that depended on state action would have to run 
the gauntlet of 48 state legislatures and would surely be very slow in 
geiting into action and 48 diverse systems would entail all sorts of 
difficulties in regard to neonle who moved frem one state to another. 
Even in a national scheme there would be state offices. 


This problem of deciding between state and national 
Zovernments may be said not to concern residents a the District ef 
Columbia as Congress legislates for the District anyway but it really 
does concern the District because it would be hard for the District to 
maintain a good system of social insurance if the surrounding states 
neglected to do so because the dependent people would tend to move te 
Washington to get the benefit of her social insurance. If Congress es- 
tablishes social insurance in the District in advance of the rest of the 
country, strong residence requirements will have to be set up to protect 
the District against this influx of new dependents. 


DATA REQUIRED FOR Questions which should be answered in order 
AN INTELLIGENT PLAN to make it possible to work out a complete 

plan of social insurance that guarantees work 
to all employable persons, and allowances to the victins of other mis- 
fortunes are? 


1. How many unemployed will 
on civil works because 
in comercial enterprises! 


What capital outlay will be necessary to 
finance the projects? 


How such will have to be paid in wages 
and other operating expenses for those 

waged on projects operated to furnish 
iusured work? 


What anount of comercinl business will still 
be carried on under the conditions that pre- 
vail after civil works are expanded and social 
insurance contributions are assessed on all 
business? 


How mach profit will it still be possible for 
private enterprises to sake in each of the 
respective lines of industry? 


That will it cost to care for those who must 
be surported without work because of disability? 


These questions probably cannot be fully ans- 
vered but 2 good deal can be learned. about them. 


As a matter of fact private enterprises have 
experimented alon.: with quite incomplete information and probably an 
experiment in social insurance with the benefit of foreign experience 
and business statistics can be worked out so as to have reasonable 
prospects of successful operation. 


We have spent vast sums on scientific experi- 
ments, why not do as ruch for an experinent in complete social insur- 
ance? 
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The District of Columbia is under the control of the Federal 
Government and is a snall unit so far as population goesj It is an 
ideal place in which to try out an exveriment in complete social insur- 
ance and to discover for the nation just what would be involved. 

Certainly one practical way to make a sound plan and avoid 
costly mistakes is to construct ea system on paper and supply the condi- 
tions of operation by drawing on existing exoerience and available 
general data as far as possibls and then renearsin: the whole operation 
in imagination again and again and gradually working out the procedure 
for meeting every contingency that can be imagined before spending 
money on an actual set-up. 


There are now 2,0 »§ On relief with tne Emergency Re- 
ivision and 12,000 persons fron these families znd detached indi- 
working on public projects. The relief being spent is about 
per month. When CWA projects were being operated there were 
people being employed, and over a million dollars a month was 
& spent, and yet thousands of annlicants at the D.C. Employment 
Center who wished CWA jobs did not have thei. 


The CWA, by offering five days work a week at standard union 
wages, probably drew some people off from other jobs that were less re— 
numerative, and it afforded skilled laborers a weekly income considera- 
bly above a mere living wage. 

The munber of unemployed thst would need to be cared for in 
normel times needs to be estinated and a plan for regular reveme 
enough to meet their need should be established. A system of possible 
Federal subsidies should be authorized that would meet cyclical de- 
pressions that passed beyond certain fixed limits described in the law. 


Suppose 30,000 persons in Washington continously claimed 
the risht to unemployment insurance benefits, this theoretical possi- 
bility should be subjected to careful scrutiny in order to determine 
what it would be possible to do for them, and which ones of them were 
unemployed for so great a portion of their time that they could not 
properly be asked to live on their saminl income. 


The weekly income earned on ee lic projects operated to 

furnish guaranteed joos to the unemployed should be low 

énough to »revent the cost of social insurance rising 
above the amount which society is able to pay. 


If, in spite of both enrnings and social insurance, a 
fonily vere still destitute of the necessities of life, its problem 
woula have to be met by charity the same as now, but the field of 
charity would certainly be very much narrowed as compared with its 
present scope. 
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At first the weekly rate should not be too much above 
what is paid by social insurance funds in Burope or what is paid to- 
relief families in the avernge American City. This is far from ideal 
but it is a practical beginning rate. The weekly earnings should be 
graduated according to the customary s gen of the family as indi- 
cated by the usual annual earnings of a person in the last occupation 
successfully followed by him. The hourly ra abe or pay would be the 
prevailing rate for each trade and be paid uniformly to all people 
in a given occupationnl classification without regard to the size of 
their families but the momber of hours guaranteed “weeltly should be 
graduated so as to make the weelcly income proportionate to the number 
of people dependent on the applicant and to any expensive misfortune 
that might be in his family. 


The earnings of a man and his wife and minor employable 
children when they were maintaining a common home should all be con 
sidered in fixing his eligibility for social insurance benefits, so as 
to insure the family income and not that of each individual member. 

All adults outside of husbands and wives living together should be eli- 
gible to insurance benefits on the basis of their own individual 
claims. In allowing extra for ee oe not only the need is 
recognized but also the fact that wives and children often earn part of 
the family income. 


The maxinum allowance for a person permanently disquali- 
fied for full commercial employment snould be $100 per inonth from in- 
surance funds no matter what his former enrning capacity might have 
been, 

The weekly earnings allowed a rson might well be 40% 
of the rate usually earned in his a ey as arrived at by dividing 
the usual annual earniugs by 52 and then taking 40% of that. To this 
should be added one fourth as much as he is allowed for himself, for 
his wife and each minor child « Gependent on him. In other Ores Tf a) 
man had a wife and two dependent children he would get 70% of his 
normal personal earnings. If the usual animal income in his occupation 
were $1000 a year he would est $1000 divided by 52 and multiplied by 
«40, which gives $7.84 per wi eck f for himself and $1.96 for each of his 
three dependents or a total of $13.72 per week or $700 a year. 


Unskilled laborers probably do not usually earn over 
$600 per year. The family of a man in the $600 class who had a wife 
and two dependent children would get $8.06 weekly or about $35.00 per 
month, which is pretty close to what such people are getting on 
relief in the cities where relief is highest. 


If an unemployed beneficiary and his dependents became 
partially employed through edd jobs their benefits should not be cut 
off until they could be offered jobs that would supply a weekly income 
equal to the insurance payments guaranteed and in which they would be 
paid the going rate per hour. In other words when the $1,000 man could 


get jobs for himself and the eaployable members of his femily that 
gave them a combined pucuHe of $16.80 per week, he would be cut off 
and when the $600 man's fenily could set jobs that oaid $10.07 a 
week he would be cut off. 


Claims to support cevendents should be verified 
ana authority should be given by lay to deduct some pay from the 
earnings of 2 person responsible for certain depandents and give it to 
the cdevendcents in non-support cases where non~-supnort nac been proven 
iti | CGUrb). 


TRAINING AND If the placement division snould find a person 
REHABILITATION versistently unsuccessful in the jobs where he 

had been placec, or unqualified to be placed, 
it should be authorized to avoid placing him until his di eoealiies 
could be acjusted, ani he shoulc be referred to the department of 
training and adjustiient which would study his physical and mental 
ability ana his industrial skill and his adaptability in adjusting 
himself to proper org unization procedure and endeavor to prepare him 
for successful work. 


If he coul’ not be prepared for work in regular 
industry because of irremediable handicaps, or were industrially in- 
solvent for any la ne should be used in projects for the handi- 
capped operated by e Civil Works Administration andi if he were so 


z 
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uisabled in body ae mind as to be unnble to be used there, he should 

me pensione’ for disability. If he could uot be employet because of 

delinquency in conduct for which he was justly amenable to discipline 

it should be possible to present the case to court and have him com 


mitted to the workhouse for a neriod to be determined by the parole 


An unemployed person, who had property or un- 

earned income but still wantec employment and 

was willing to take jobs when offered, should 
be allowed an insured job on Civil Works Projects if he wanted it. 
The cost of siving jobs to such people would be negligible and, be- 
sides, the people would earn wnat they got. If no investigation of 
an uneuployed man's needs were undertrken the whole system would be 
freed of a disagreeable and impossible task of inquiring into the 
private eee of every applicant. If © ian were willing to earn 
his subsistence and Gid so this should absolve him from accounting 
to anybody toe how rach he had or how he spent it. Besides this, 
the applicant may have sacrificed to have his resources and why 
should he not be protected from loss as zich as the free spender 
is so long as he actually works for the 40% incomes which he gets 
ANYWAY 
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The question of whether a person who seeks benefits 
because of disability should be sranted disability allowance without re- 
gard to his property or income is a harder question to answer, but it 
should logically be answered affirmatively. This would be especially 
true after social Stee had been in force over a long period of 
years during which every eaployable person had contributed to the insur-— 
ance fund. 

A good compromise at the beginning would be to say 
that a person who had been recognized as an employable person and been 
employed off ana on for a year before the fund went into effect either 
in commercial projects or on regular work relief nrojects would be en— 
titled to social insurance benefits for himself and his dependents, 
but all other disabled people who require relief should be pensioned 
from tax funds or be the responsibility of relief agencies. In that 
way the insurance fund would not be required to take the burden of 
caring for the unemployables that vere already unable to work when the 
fund went into effect, nor for any defective adult who never became 
employable. 

The sovermment employees who have been paying into a 
retirement fund might be permitted to stop paying and draw down their 
benefits on the sniie basis as a resigning employee or be permitted to 
contime paying and draw those benefits on top of the ones provided in 
the new social insurance scheme. 


The death of the natural bread winner of a family 
should be regarded as a misfortunes which would entitle his dependents to 
insurance benefits. This means that the ce for widows allowances 
should be adsorbed into the blanket socinl i ance scheme, or else 
the present allowances be treated the swie as = they were ee income. 


Olic. age is a form of disability which could be covered 
the saie as disability from any othe vase and pensions for the blin 
should be absorbed into the blanket social insurance scheme. 


the retirement plans for goverment employees and like- 
= So as 
wise the oe provisions for accident compensation should be corre- 
lated with the blanket socinl insurance scheme. 


Burial insurance such as is carried by thousands of 
poor families is expensive and could be much more economically covered 
in the blanet social insurance scheme and paid for by some flat amount 
or by a plain but dignified public burial in case the family were de- 
pencdin: on insurance funds for support at tne time of the death of one 
of its menbers. 
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WAITING In all schemes of unemployment insurance thus far developed 
PERIOD there is what is known as a waiting period, during which 

the insured person receives no payment even though he is 
unemployed. If ho had intermittent employment his waiting periods 
would come after each short job and he would get little or no benefits 
although he suffered greatly from unemployment. The fact that seasonal 
unemployment is well known in certain industries and higher wages 
fave been set because of it, makes it advisable that the need of unen- 
ployment benefits should be based on the decline of employment below 
the usual yearly employment in a given industry, rather than what a 
man would earn if his high rate were projected over a full year. In 
other worcs, certain unemployment may already be coiapensated for by 
higher wages during the active employment season. In liew of a uni- 
form waitin; period therefore, it would probably be advisable to es- 
tablish a rule that if a man during the six months just prior to his 
application for benefits, earned less than 75% of the customary 
earnings in his occupation for that season, and if he were unemployed 
at the time of application, he would be entitled to begin receiving 
benefits. 


METHODS OF Every employer, even of a single part time employee, 
RAISING REVENUE would be required to pay the insurance fund, an 


AND _ALLOTING IT amount equal to 3% of the pay he gave the employee 

plus 3% additional which he would be authorized to 
deduct from the pay of the employee. Payments would be made only on 
Wages amounting to a major fraction of a dollar and would be paid by 
the purchase of stamps of not less than six cent denominations. 


Every employer would be required to register with 
the Division of Accounts and Statistics of the Economic Security 
Administration and buy a supply of stamps sufficient tw cover the tax 
on at least $10 worth of employment te some employee and could pur- 
chase as many more as his needs required. 


He would be required to affix stamps in a book pre~ 
sented by his empleyee at the time of each payment of wages, suffi- 
cient to equal six cents for each dollar or major fraction thereof in- 
cluded in the payment and would also be required to either submit his 
payroll or to take from the employes stamp book a card self—addressed 
to the Economic Security Administration bearing the identification 
number of the employes and enter on it the date, the ameunt paid and 
his own identification number as an employer and drep this into the 
mail without postage, the arrangement for postage being made by the 
Economic Security Administration. These cards and payrolls ceuld be 
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posted in accounts according to employers and would be posted accord- 
ing to the beneficiary's number and would become material to help in 
determining the annual occupational rate for all people in his occu- 
pational class as the average would indicate his rated anmal 
earnings, and therefore the size of his weekly benefits. 


The records of collections from employers and employees 
would incidentally supply a complete employment record on each 
beneficiary and the department of accounts and statistics would have 
to make this information available to the placement division. This 
record of earnings would also show when a person's eligibility would 
begin. 

The reason for having the placement division handle 
work authorization is because the work offered on Civil Works would 
be conditioned on the taking of work on commercial projects when 
that was available. The placement division would need to know the 
earnings from private industry of each potential insurance benefi- 
Clary in order to determine his eligidility for insurance funds, 
and his rate. 

The more the placement division of the Economic 
Security Administration could get the opnortunity to supply all 
help needed private enterprises the better chance it would have of 
keeping down the number to be supported by insurance funds. 


After the first year of operation it would be 
possible to tell from the aaployment records just what the average 
yearly or seasonal earnings of the people employed in a given occu- 
pation were by the record of stsmps they had received, The esti- 
mates during the first year misht have to be somewhat arbitrary but 
they could be uniform for o11 cases and therefore not capricious or 
unjust. 

Every gainfully employed person working on a salary 
or wage basis would become partially responsible for the collec- 
tion of the insurance funds, in that he would demand that his em 
ployer put the proper amount stamps in his boox each time he 
Sot paid. 

1¢ revenue from the sale of stamps would supply 
funds for paying insurance benefits. The staups would be sold by 
the post office stations. Toe funds arising from their sale would 
be deposited in the Postal Savings Bank and be disbursed by it on 
orders from the Economic Security Administration. The revenue 
earned by the deposits would first be epplied to the cost of 
issuing and selling the stamps and handling and disbursing the 
funds and then to the Administrative expenses of the Economic 
Security Administration. 


ESTIMATE OF Experience unas shown in the relief cases in Washing- 
FUNDS REQUIRED ton thrt just about one third of the cases are de- 
tached incividuals and that the faaily cases contain 
almost exactly four people on the average.Qn that basis,among 30,000 
cases there would be 20,000 families and 10,000 detached individuals. 
The unemployed people in Washington are mostly wage workers and more 
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There are over 250,COO now. These fizures include 
all people supposed to be zninfully employed. After making liberal al- 
lowance for unemployment end for self employed people there would be 
at least 200,000 persons workin, on a wage or salary basis. 


The avernge income oy the employed people in th 
District of Columbie is $1,260 2 year nceordin:: to a careful estimate. 
This was arrived at by takin. the rates of per capita income of em- 
eloyed people in the various occupations and industries of the United 
States as indicated in the latest report of the Bureau of Foreign and 
Domestic Comaerce on National Income ani applyin:; it to the employed 
people of the District in accordance with the occupational distribution 
as it existed in the 1930 census and fe su takin, a weighted average on 
the basis of 200,000 persons now supposet. to be employed in the District, 


Probably more tha: 200,000 »neonle are employed but 
this is taken as e conservative figure on whica to base collections. On 
the other hand it woulda be extravagant to estimate that all but 200,000 
of the people o i ae = infully employed are now unemployed. That 
woult. mean thet there were 50,000 unemployed in the District. Assuming 
that 200,000 people earned nn average of $1,260 ver year, a total of 
ge02,000,060, ani 6% or this was collected from employers and employes 
combined, it woule provide acrevemme of $15,200,000. If 87,600,000 
were added from taxes that would give a total of 822,800,000. 

If 32,000,000 of the 87, 600, 000 paid by the tax payers were set aside 
for supplying material ani supervisioa for civi] works projects and the 
other $5,600,000 were added to the $15,200,000 raised by payroll deduc- 
tions, it would make a totel of $20,800,000 for paying and administering 
the allowances sunrenteed by law. If tne cost of administration were 
31,456,000, whieh is 7% of 320,800,000 there would be $19,344,000 for 
direct ynayments to “Seneficiar ies. This leaves a margin of $344,000 
above the estimated cost of the whole proposed ‘nsurance »rogram. 


Seven »sr cent for administration would be a cost 
which corresponds pretty close to administrative costs of unemployment 
insurance in England, Germany or Austria. 


THS VALIDITY OF Since it is important to have correct estimates, 
THE ZSTIMATES it is worth while to point out certain consider— 
ations which affect the foregoing estimates. 


(1) In the first place this is a mnximum estimate from which various 
savings would probably be possible. 
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over 23,000 et a time and even when the CWA was in operation the cases 
never exceeded 30,000 2 both relief ani CWA cases combined and there 
were doubtless CWA cases that would not be eligible for insurance bene- 
fits under the Cee proposed in this plan, although there are 
probably peopbe who never recsived either relief or CWA jobs who would 
be elizible for insurance benefits. 


In Great Britain 17.5% of z a received some benefits during 
the year 1931. 17.5% of 250,000 sinfully employed people in the 
District would be 45,750 but there is a big turnover in the unemployed 
and even if there were 45,000 neecing benefits durin. the year the 
number needin, them at any one time would probably not reach 30,000. 


second place it should be remembered that this is - big 

load in the tine of a terrible depression and is 

nsidered permanent for normal tines. In normal tines the 
Tits woulé be uch less and the income better. 


In the shird place under this plan a gerson would stand a loss 
25% of his "rated! or usual income for six months before he became 
elizible for insurince ben ete This would prevent assuming the load 
Ol Calin hom paumlenst 12.5% of the unemployment for the year. 


(4) In the fourth place it must be remenbered that of the 30,000 
carec. for on relief and CWA tao at least 3500, nearly 12%, were un- 
enmloyables who would not be taken over in ee this »rograr 
but would be left to be cared for | elicf. This would not affect 
the real burden to be borne by © ie ee but it would affect the 
mart to be borne by the insurance func. 


(5). iu the fifth place, sone savings could be made by taking into 
account benefits already provided for certain people. Uncer Social In- 
surance, if « femily were found to be receiving a soldier's pension 

or a mother's pension or free care as a public institution all of 
which are paica by the peoples from %: a these items should be de- 
ducted the sane as earnings woulc We vefore any social insurance 
venefits would be payable. 


If a person were recsiving a retirement allowance froi the goverment 
for which he paic by deduction from nis own salary, this shoulda not be 
deducted or affect his title to social insurance. 


(6) Tvthe sixth place the unemployed get supported now by merchants 
who extend creait for which they never get paid, by relatives, by 
private charities, by employers or others. The burden of all these 
erstwhile contributors would be eased by social insurance. 


(7) In the seventh place a great many people have expressed the opinion 
that the list of families on relief contains a lot of cases who misrepre— 
sent and do not need the relief they get. Nobody knows certainly whether 
this is true or not but with all wage payments whatsoever being reported 
‘as they would be under a comprehensive social insurance plan it would be 
known absolutely, what a man and his family were earning and his insur- 
ance benefits would be controlled accordingly. In fact, he would have a 
real job in his line whenever the emmloyment bureau could give it to him 
and not be drawing benefits at all. 


Even under present circumstances, however, 2 man who takes a work relief 
job and earns what he gets cannot justly be considered much of a chiseler. 
If he were, he would not be working for a bare living on a civil works 
project. It would be pretty safe to give work relief te anybedy without 
any investigation at all if he wanted it and if he demenstrated his good 
faith when he got it by doing a fair days work. Relief without work is a 
different matter. It needs good investigation. 


The advantage of knowing completely the extent of employment and unemploy- 
ment in a city like Washington for an experimental period of five years 
and of knowinz the incomes of ail the empleyed people thoroughly would 
certainly be worth a very, very substantial eutlay to the nation and this 
is the most practical »ossible way of securing such a set of economic data. 


(9) In the ninth place, the possibility of »roducing food and other val- 
uable products by the labor of insured people to be sold to insured 
people or to relief clients is important. These products should not be 
handed out in liew of insurance benefits or forced on people, but be 
sold to them on their merits and they certainly could be sold by making 
the price and service meet the competition of others bidding for the 
trade of these particular people. It is true that such a procedure would 
make competition with private business, within a certain limited area, 
but this competition could not depress prices for the general market as 
the products would not be sold on the general market and the unemployed 
surely have a right to try to support themselves. If such industries 

are undertaken, and they should be - they should use every known modern 
device that would preduce efficiently. The projects should be operated 
by the Civil Works Administration. Their earnings should be credited 

to the insurance fund. 


Such industries as these might be a very great factor in reducing the 
cost of economic security. They are absolutely anabegeus to institution 
industries, The institution farms of the nation raise milliens of 
dollars worth of produce for their own institutions! consumption 
annually. 


Just consider one illustrations 


The annual report of the Department of Mental Hygiene for the state of 
New York for 1933 says: (Page 91). "The value, at wholesale prices, 

of the products of the State Hospitel (for insane) farms was $529,140.95; 
of the State institution (for defectives) farms $307,259.41, a total 
production of $836,400.36." 


If you should add the production of the farms of the similar institutions 
in the other states and then add thet for the almshouse farms ond farms 
of the correctional institutions it would be easy to See what a great 

sum it would make, to say nothing of the production of factories of all 
sorts run by such institutions. 


This is also along the line of the rural rehabilitation and subsistence 
farming, which is already being organized. 


(10) in the tenth place, in computins the revere no account was taken 
of any interest that might be errned on bank balances belonging to the 
insurance fund. 


(11) In the eleventh place if a law were passed by the next Congress it 
would take perhaps two years in which to collect the first revemue and 
set up an organization to administer the system. 


THE Cost The proposed. outlay of $22,800,000 would be justified to 
JUSTIFIED demonstrate an experiment so beneficial in character and 
so important to society. 


Nevertheless, it is advisable to present an analysis of just how it is 
justified from a business point of view. 


The basic amount to be raised annually by payroll deduc- 
tions is a very small investment per person considering the benefits it 
brings. Many workers and firms voluntarily go into group insurance plans 
that cost almost as mach end do not begin to give the protection that 
this payment does for the money, 


Knowing the tricks of the mind one can imagine each 

bss groaning as if he himself were naying $22,800,000 dollars a year. 

He should not bother his ria about the fact thet he is insured in a big 
company. Considerin:; the protection offered, this is the cheapest in- 
surance he covld possibly buy. When he takes insurance with a leading 
life insurance comorny he is not depressed by the fact that it has an 
enormous income from him and the other policy holders. 
RESERVES Of course 


limediate ans to this cheap insurance 


the x 
idea is eee the plan vr $ no reserves and involves 


paying out all the income annually and therefore offers 
no future returns for those who do not call for benefits as they go along. 


Let us aduit this for the sake of argument and say that the whole thing 
is just a big anmal relief-tax.. It would be justified even for that 
but that is not the whole story by any means.. 


If a man were sure that this scheme would keep on year after 
year for the next hundred years he would actually get protection without 
any reserves of any kind. He would not get benefits such as are given by 
old line life insurance companies but such as are given by accident in 
surance companies or fire insurance companies... If you don't have an acci- 
dent or a fire you don't get anything for your money except a sense of 
security, but this is worth the money. 


If such a social insurance plan as this could be given fixity 
as an institution in society it would always meet the situation for which 
it is planned. As a matter of fact the whole business and political 
regime would itself be the reserve behind it.. The real guarantee behind 
the reserves of the insurance companies we have now is the stability of 
the concerns to which they loan their reserves. Without that their values 
would vanish. In other words this social insurance might be established 
without any reserves or guarantees at all because if this huge so-called 
anmal relief tax were collected and used as planned for a few years, its 
enance of becoming an established institution and therefore smounting to 
insurance would be very considernble. The promise of the goverment to 
collect these established revenues would in itself be a perfectly good 
lien on all the resources that create the fund fron year to year. That 
is reserve enough for all practical purposes. 


THE TAX PAYERS 

INVESTMENT Now for the $7,6C0,COO that comes fron the taxpayers — 
what about it? Under the proposed plan this and much 
more would be spent directly on civil works projects and 

the investment in public works and public services would surely be worth 

all the taxpayer paid when they were supplemented by several million 

dollars worth of free work besides. In other words, the taxpayer would 

get as good a bargain for this money as for any he ever spent. How much 

he would get would depend on the initiative and ingemity of the Energency 

Works Agninistration. 


This Administration should be freed from restrictions 
and have the whole field of services and projects operated by the District 
Govermient opened to it as possible places to utilize the services of 
those workers furnished by the insurance fund. The Street Department, 
the Sewer Devartment, Park Department and all construction and engineering 
activities could use CWA labor advantageously to expand their work. 


Of course, these workers should not displace those 
already employed, but there is scarcely a denartment of the district gov- 
ernmaent that could not point out phases of its work that have already 
been been cut and are being neglected. These should be restored and new 
developments could be devised that would be extremely useful. 


One thing that would help the employment situation in the 
future and incidentally prevent some unemployment would be to con= 
tinue the employment policy established by the Public Works Administra- 
tion, requiring that contractors on the Public Works projects of the 
District Government mst draw the main body of their employes from the 
public employment bureau of the District and that they must be 
residents. 


EFFECTS ON 
PRIVATE BUSINESS The questions as to the effect this proposed 
system of social insurance would have on private 
business remain’ to be studied further along with 
many other questions not adequately discussed in this tentative eutline, 
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